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with resnect. to anv neriod. anv nerson who at anv 


time durina 
such veriod is entitled to. or at the discretion of 
anv person 
mav receive. a distribution from the nrincinal 
or income fe) 
the trust. Tf a trust disnoses of all of the stock 
which ; it ; holds 
in an S cornoration, then} with respect to such 
corvnoration. 
the term Kectential current beneficiarv! does not 
include anv 
person who first met the reauirements of the 
nrecedina ; sentence 
during. the 60-day period ending on the date of 
such disnosition. 
"3) FILECTIONIZAn election under this 

subsection sha 

e made bv the trustee. Anv such election shall 
avolv to ; the 
taxable vear of the trust for which made and all 
subseauent. 
taxable vears of such trust unless revoked with 
the consent 


of the Secretary. 
f(4) CROSS REFERENCE 


EFor snecial treatment of electing small 


husines:s ts, see sec- 
tion 6410s 
(d) TAXATION OF ELECTING SMALL BUSINESS TRUSTS| 


Section 
641 (relating to imnosition of tax on trusts) is 
amended bv adding 


at the end the followina new suhsection: 

"(d) SPRCIAT. RULES FOR TAXATION OF ELECTING 
SMATI. BUSI- 
NESS TRUSTSIES 

ae IN GENERAL!For purposes of this chaptef 


"(A) the vortion of anv electing small 


business : ; trust. 
which consists of stock in 1 or more S 
cornorations shall 


be treated as a senarate trust. and 
(B) the amount of the tax imnosed bv 


this chanter 

on such senarate trust shall be determined 

with the modi- 

fications of naraaravh 

"(2) MODIFICATIONS or purposes of 
naraaranvh 1) 


. the 

modifications of this naraaranh are the followina: 
"(A) Excent as vrovided in section Ifh). the amount. 
of the tax imnosed bv section l(e) shall he determined 
by usina the hiachest. rate of tax set, forth in section l(e). 
"(B) The exemption amount under section 55(d) shall 


be zero. 
(C) The onlv items” of income. _ loss. 
deduction. or credit 


to be taken into account are the followina: 
"(i) The items required to be taken into 
account 
under section 1366. 


or loss from ne 


disnosition e) 
stoc 

in an S 
corporation. 


extent nrovided 
in regulations 
State 

or local income 
taxes or 
administrative 


expnenses to 
the extent 
allocable to 


items. described 
in clauses (i) 
and (ii). 


ray 
deduction or 
credit. shall 
be = allowed 


for any 
amount 

not | ; 
described in 
this 
naraaranph. 
and no item 
described 

in this 
paraaravh 
shall he 
avvortioned 
to any 
heneficiarv. 
"(—D) No 


amount. shall 
e_ allowed 
wndaer 
Daragrapl 


2 
211(b). 
1 ( 3) 
TREATMEN 
as OF 
REMAINDE 
R OF 
TRUST AND 
DISTRIBU- 
ONS 
or 
DuEpOste 


O 

determini 
n a 
IF 
amount. of 
the tax 
imvosed_ bv 
this chavnter 


on the 
portion — of 
anv electing 
small 
business 
trust not 


treated as a 
separate 


trust under naraaravh (1)! and ; 
"(B) the distributable net income of the entire trust, 


